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William F. Caton, Secretary
Federal Communications Commission
Room 222

1919 M Street, N. W.

Washington, D. C. 20554

RE: [o) 92-26
Dear Secretary Caton:

Enclosed please find an original and five copies of The
Attorney General of the State of New York's Statement in Support
of the Petition for Reconsideration filed by the New York Telephone
Company and New England Telephone and Telegraph Company on October
4, 1993.

I can be reached on (212) 416-8821 if there are any questions.

Very truly yours,
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David O. Ward, Esqg.
Assistant Attorney General
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Implementation of Sections of
the Cable Television Consumer

Protection and Competition Act : MM Docket No. 92-266
of 1992 : \/
Rate Regulation :

Statement in Support of

vThe Attorney General of the State of New York respectfully
submits the following statement in support of the Petition for
Reconsideration filed by the New York Telephone Company and New
England Telephone and Telegraph Company on October 4, 1993. This
submission includes points for the Commission's consideration
that are in addition to those submitted by the New York Telephone

Company and the New England Telephone Company.

In the Report and Order ("Report and Order") in the

proceeding captioned Implementation of Sectjons of the Cable
Television Consumer Protection and Competition Act, FCC 93-177,

MM Docket 92-266, this Commission found that "current rates for
cable systems not subject to effective competition reflect
[their] pervasive market power." Report and Order, para. 14.
Consequently, this Commission concluded that its "initial effort
to requlate rates for cable service. ... will generally lead to
significant reductions from current levels for most cable
systems." Report and Order, bara. 15.

However, 1in lieu of the fact that the Commission's initial

effort did not yield the desired results, this Commission



prudently left the door open for revisions by declaring "We
anticipate that the regulations we adopt today will change over
time. In accordance with the Statute, we will review and monitor
the effect of our initial rate regulations on the cable industry
and consumers, and refine and improve our rules as necessary."

Report and Order, para. 10. This Commission repeated this policy

in the

and Third Notice of Proposed Rulemaking, FCC 93-428, MM Docket

92-266, at note 7. Pursuant to these invitations, the New York
State Attorney General, as an advocate for consumers in the
State, reserves the right to provide the Commission with
additional facts reflecting the effects of its regulations upon
the cable industry and consumers within the State as they become
available.

The New York State Department of Law, Antitrust Bureau, and
representatives from six other State Attorneys General conducted
a multistate investigation of the cable television monopolies
over the past five years. The investigation resulted in consent
decrees between the Attorneys General of forty-five States and
the District of Columbia, and the largest cable Multiple System
Operator ("MSO") companies in the country. While the joint
Federal-state investigation with the Department of Justice
focused mainly on the problems of program access for alternative
distribution technoloqies, New York and the other six
investigating States also examined cable pricing and monitored

the development of the FCC regulations in MM Docket 92-266.



Congress and American Consumers expected an across-the-board
rate reduction in cable rates when the 1992 Cable Act was passed.
Unfortunately, the regulations that implemented the Cable Act
actually caused rates to increase in approximately one-third of
all American cable households. Those rate increases fell heavily
on basic tier-only subscribers. Consumers of basic tier services
include those subscribers who cannot get television reception any
other way than through their local cable operator, but who cannot
afford premium services. Plain fairness should 1lead the
Commission to change those rules that raise rates for consumers
who can least afford higher cable prices. As the FCC grapples
with the problems of crafting regulations with across-the-board
rate reductions for all cable consumers, we believe there are at
least two ways in which the current regulations could be
improved.

1. Eliminate "Tier Neutral"™ Rates. One suggestion is to
drop the "tier-neutral" approach used to develop "benchmark"
rates. Current rules call for the prices of channels in the
basic service tier to be averaged with the programming services
offered on other tiers. As you know, the Commission's rules
recognize only a price-per-channel of the entire cable systenm,
| regardless .of the tier structures present in cable system
programming offerings. Report and Order, 9Y 205-207. Benchmark
prices for programming channels in the basic tief were also

incorporated by the Commission into this tier-neutral approach.

Report and Order, ¥ 171. Thus, for the purposes of establishing



prices per channel, the Commission does not recognize any
difference between the basic and the other programming tiers.

However, basic tiers are largely composed of over-the-air
broadcast programming channels which generally cost cable
operators nothing. Therefore, the averaqging of programming
prices under the "tier-neutral" approach simply forces basic
service tier programming channels, which include the free
broadcast channels, to absorb a portion of the price for the non-
basic cable programming service channels. By averaging prices
under the "tier-neutral" method, the Commission only succeeded in
shifting costs from other programming services onto basic tier
service customers.

Similarly, the ‘'benchmark" rates established by the
Commission are based primarily on the average difference in
prices between cable systems facing competition, and those that
do not. As such, these benchmark rates fail to recognize that
much of the cable programming in the nation is also owned by
cable operators. Because of this vertical integration, MSOs may
charge substantially more to their competitors than they charge
to their own affiliates for the same programming. Thus, the 10%
reduction reflected in the benchmark rates adopted by the
Commission is too low because it fails to account for the
discriminatory pricing practices of vertically-integrated MSOs.

Thevstrongest evidence that the 10% benchmark is too low is

its comparison with the Consumer Price Index ("CPI"). Cable



price increases were triple the rate of increase in the CPI
between 1986 and 1992, when the Cable Act was passed. These
increases are proof that further rate reductions are warranted.

2. Allocate cCustomer Premises Equipment Cogts to
Beneficiaries. Another suggestion is to adopt rules thaf
allocate customer premises equipment costs to MSOs and their
"high-end" customers. MSOs prefer the expensive "fully-
addressable converter" technology because it has the potential to
reduce their operating costs. This technology permits central
MSO control over program selection by household, eliminates the
need for service calls and permits the sale of additional
products such as pay-per-view services. While many subscribers
may need an addressable converter, basic tier-only subscribers do
not, and they should not be charged for one. The Commission
should therefore allécate the costs of such customer premises
equipment to its beneficiaries, namely the cable operators
themselves and those consumers who buy premium services requiring
fully-addressable technology.

Finally, it is essential that any decrease in cable rates
for basic customers pnot come at the expense of the modest
reductions enjoyed by "high end" cable users. The Commission's
own competition study and the aforementioned CPI comparison
provide more than enough evidence to justify the adoption of this

position.



We look forward to working with the Commission and the new
Cable Division to achieve success in the next round of
rulemaking.

Respectfully Submitted,

‘ gobert ams

Attorney General

State of New York

120 Broadway

New York, N. Y. 10271

(212) 416-8000

I, David 0. Ward, hereby certify that copies of the

foregoing "Statement of the Attorney General" have been mailed by
first class United States mail, postage prepaid, this 24th day

of November, 1993, to the following parties of record listed on

Qb owkd

David 0. Ward
Assistant Attorney General

the attached pages.



Shelley E. Harms
Mary McDermott
New York Telephone Company and
New England Telephone
& Telegraph Company
120 Bloomingdale Road
White Plains, NY 10605

Bruce A. Armstrong

Executive Vice President
Simmons Communications

One Landmark Square, Ste. 1400
stamford, CT 06901

S8tephen R. Ross

Kathryn A. Hutton

Ross & Hardies

888 16th Street, N.W.
Washington, D.C. 20006

John I. Davis

David J. Wittenstein
Dow, Lohnes & Albertson
1255 23rd Btreet, N.W.
Washington, D.C. 20037

Robert J. Rini

Steven A. Lancellotta

Rini & Ccoran, P.C.

1350 Connecticut Ave., N.W.
Washington, D.C. 20036

Bdwin M. Durso

E8PN, Inc.

605 Third Avenue

New York, NY 10158-0180

David J. Brugger

Marilyn Mohrman-Gillis

American Public Television Stations
1350 Connecticut Ave., N.W.
Washington, D.C. 20036

william B. Barfield
Thompson T. Rawls, II
BellSouth Corporation
1155 Peachtree 8t., N.E.
Suite 1800

Atlanta, GA 30367-6000

Jud Colley

President

Community Broadcasters Assoc.
P.O. Box 191229

Dallas, TX 75219

Bradley C. Stillman

Gene Kimmelman ‘

Consumer Federation of America
1424 16th Street, N.W.
Washington, D.C. 20036

Daniel L. Brenner

Michael 8. Schooler

Diane B. Burstein

NCTA

1724 Massachusetts Ave., N.W.
Washington, D.C. 20036

James F. Fitzgerald, Jr.
President

Total TV of California, Inc.
27-700 Avenida Belleza
Cathedral City, CA 92234

Gary 8. Smithwick

Arthur V. Belendiuk

Robert W. Healy

Smithwick & Belendiuk, P.C.
1990 M 8treet, N.W.- Suite 510
Washington, D.C. 20036

Henry M. Rivera

Ann Bavender

Ginsburg, Feldman & Bress
1250 Connecticut Ave., N.W.
Suite 800

Washington, D.C. 20036



Matthew L. Leibowits
Leibowitz & S8pencer
One 8.E. Third Avenue
Suite 1450

Miami, PL 33131

John L. Grow

Corning Tower Building
Bmpire State Plaza
Albany, NY 12223

Janice L. Lower
Michael L. Postar
Duncan, Weinberg, Miller
& Pembroke, P.C.
1615 M Btreet, N.¥., Ste. 800
Washington, D.C. 20036

W. James MacNaughton
90 Woodbridge Center, Ste. 610
Woodbridge, NJ 07095

Robert 8. Lenmle

Senior Vice President
Cablevision Systems Corp.
One Media Crossways
Woodbury, NY 11797

Howard J. Symons

Leslie B. Calandro
Jennifer A. Johns

Mintz, Levin, Cohn

701 Pennsylvania Ave., N.W.
Buite 900

Washington, D.C. 20004

Donna C. Gregg

Wiley, Rein & Fielding
1776 K 8treet, N.VW.
Washington, D.C. 20006

Terry G. Mahn

rish & Richardson

601 13th Street, N.W.
5th Floor North
Washington, D.C. 20005

Robert J. BSachs

Howard B. Homonoff
Continental Cablevision, Inc.
The Pilot House - Lewis Wharft
Boston, MA 02110

wWilliam J. Ray, P.E.
Superintendent

Glasgow Electric Plant Board
P.O. Box 1809

Glasgow, KY 42142-1809

John I. Davis

Donna C. Gregg

Wiley, Rein & Fielding
1776 K Street, N.W.
Washington, D.C. 20006

Christopher B. Fager

Senior Vice President

E! Entertainment Television
5670 Wilshire Blva.

Los Angeles, CA 90036

Paul Glist

Cole, Raywid & Braverman
1919 Pennsylvania Ave., N.W.
suite 200

washington, D.C. 20006

Richard M. Kessel
Bxecutive Director

New York State

Consumer Protection Board
99 Washington Avenue
Albany, NY 12210



Bdwin Peck _
259 Fourth Avenue North
8t. Petersburg, Fl1 33701

Deborah C. Costlow
Thomas C. Power
Winston & Strawn

1400 L Btreet, N.W.
Suite 700

wWashington, D.C. 20005

James P. Tuthill

Lucille M. Mates

Pacific Telesis

140 New Montgomery St., Rm. 1526
S8an Francisco, CA 94105

Bruce D. 8okler
Lisa W. S8choenthaler
Mints, Levin, Cohn

701 Pennsylvania Ave., N.W.,8te. 900

wWashington, D.C. 20004

Dick Glass, CETsr
President

Satellite Dealers Assoc.
602 N. Jackson
Greencastle, IN 46135

Charles 8. Walsh

Seth A. Davidson

Jill Kleppe MNcClelland

Pleischman & Walsh

1400 16th Street, N.W.

Washington, D.C. 20036

Alan F. Ciamporcero

1275 Pennsylvania Ave., N.W.
4th Floor

Washington, D.C. 20004

G. Todd Hardy

Hardy & Bllison, P.C.
9603 014 Xeene Mill Road
Suite 100

Burke, VA 22015

Bertram W. Carp

Turner Broadcasting System, Inc.
820 Fist Street, N.E.
Washington, D.C. 20002

Bruce Crest

Administrator

Metropolitan Area Communications
Commission

1815 NW 169th Place, 8te. 6020
Beaverton, OR 97006-4886

Diane M. Bunk

City of Fall River
One Government Center
Fall River, MA 02722

Richard F. Alteri

Charles B. Stockdale

Cable TV Assoc. of New York
126 Bstate Street

Albany, NY 12207

William Lilley III
President

Policy Communications, Inc.
washington, D.C. 20036

Ben M. McMakin
City Manager
City of Bandon
P.0O., Box 67
Bandon, OR 97411



David Cosson

L. Marie Guillory

NCTA

2626 Pennsylvania Ave., N.W.
Washington, D.C. 20037

Louis A. Isakoff

General Counsel
International Family
Entertainment, Inc.

1000 Centerville Turnpike

Virginia Beach, VA 23463

Bruce A. Larkin

Department of Admin. Bervices
City of Fort Lauderdale

100 N. Andrews Avenue

Fort Lauderdale, FL 33301

Morris G. Priser
Mountain Cablevision
224 Laguna Tr.

P.0O. Box 2169

Frazler Park, CA 93225

Martin Firestone
1212 Georgia Street
Key West, FL 33040

Mr. Roy J. Stewart

Chief, Mass Media Bureau
Pederal Communications Comm.
1919 M Street, N.W.

Room 314-1800

Washington, D.C. 20554

John R. Wilner

Bryan Cave

700 13th Street, N.W.

S8uite 600

Washington, D.C. 20006-3960

Ted Coombes

American Public Power Assoc.
2301 M Street, N.W.
Washington, D.C. 20037

Judith A. McHale

Barbara 8. Wellbery

Discovery Communications, Inc.
5500 Wisconsin Avenue
Bethesda, MD 20814

Ian D. Volner

Cohn & Marks

1333 New Hampshire Ave., N.W.
Suite 600

Washington, D.C. 20036

David A. Irwin

Alan C. Campbell

Irwin Campbell & Crowe

1320 18th Street, N.W.

Buite 400

Washington, D.C. 20036

Douglas W. McCormick
Group Vice-President
Lifetime Television
36-12 35th Avenue
Astoria, NY 11106

Richard BE. Wiley
Philip V. Permut

Wiley, Rein & Fielding
1776 K 8Street, N.W.
Washington, D.C. 20006

Gardner F. Gillespie
Christopher P. Gilkerson
Hogan & Hartson

555 13th S8treet, N.W.
Washington, D.C. 20004-1109



Stephen A. Brenner

Exec. Vice President

USA Networks

1230 Avenue of the Americas
New York, NY 10020

Carole Stannard-Gabor
Executive Director

Northwest Municipal Cable Council

112 N. Belmont Avenue
Arlington Heights, IL 60004

Prederick E. Turnage

Mayor, City of Rocky Mount
P.O. Box 1180

Rocky Mount, NC 27802-1180

Herd Longware

Cable Communications of
wWillsboro, Inc.

6 Essex Road

P.O. Box 625

Willsboro, NY 12996

Ivan C. EBvilsiger
Montana PS8C

1701 Prospect Avenue
P.O. Box 202601
Helena, MT 59620-2601

Howard D. Priedman

The Dispute Resolution Corp.
55 Park Street

Montclair, NI 07042

William J. Catto

Haag & Deutschman, P.A.
452 Pleasant Grove Road
Inverness, FL 34452

Patrick L. Willis

817 Franklin Street

P.0O. Box 1597

Manitowoc, WI 54221-1597

Norman E. Dettra, Jr.
501 Washington Street
Box 877

Reading, PA 19603

Rita K. Bloom

Cable Franchise Coordinator
Ccity of Atlanta

68 Mitchell Btreet, 8.W.
Suite 2500

Atlanta, GA 30335-0319

H. Russell Frisby

Barbara L. Waite

Venable, Baetjer, Howard & Civiletti
1201 New York Ave., N.W., Suite 1000
Washington, D.C. 20005

Ernest D. Preate

Thomas R. Welch

David R. Weyl

Office of the Attorney General
14th FPloor, Btrawberry Square
Harrisburg, PA 17120

Scott Harshberger

George K. Weber

Kevin M. Nasca

Public Protection Bureau
One Ahsburton Place
Boston, MA 02108

Lee Fisher

Robert O. Driscoll, Jr.

65 Bast State Street, Ste. 708
Columbus, OH 43266-0590



Robert A. Ginsburg

Dade County Attorney
Merto-Dade Center

111 N.W. 1st Street, Suite 2810
Miami, PL 33128-1993

Porter Arneill

Executive Director

PUSE

2590 Walnut Street, Suite #5
Boulder, CO 80302

Dan Morales

Texas Attorney General's Office
P.0O. Box 12548

Austin, TX 78711-2548

Kate Horsfield
Bxecutive Director
Vvideo Data Bank

37 8outh Wabash Avenue
Chicago, IL 60603

City of Denison

108 West Main Street
P.O. Box 347

Denison, TX 75021-0347

Richard M. Berman

Karen Gartenberg

LeBoeuf, Lamb, Leiby & MacRae
125 West 55th Street

New York, NY 10019

Linda shea Gieseler

FParrow, Schildhause & Wilson
1400 16th Street, N.W., Ste. 501
Washington, D.C. 20036

Wward W. Wueste, Jr.
Marceil & Morrell

GTE Service Corp.

P.0. Box 152092
Irving, TX 75015-2092

Stephen R. Ross

Kathryn A. Hutton

888 16th 8S8treet, N.¥W., 8te. 300
wWashington, D.C. 20006

Stephen R. Effros
James H. Ewalt

Robert J. Ungar

CATA, Inc.

3950 Chain Bridge Road
P.0O. Box 1005

FPairfax, VA 22030-1005

Preston Padden

Molly Pauker

Fox Broadcasting Company, Inc.
5151 Wisconsin Ave., N.W.
washington, D.C. 20016

James R. Hobson

Jeffrey O. Moreno

GTE Bervice Corp.

1275 K Street, N.W., Buite 850
Washington, D.C. 20005-4078

Henry L. Baumann

Benjamin F.P. Ivins

NMational Association of Broadcasters
1771 N 8treet, N.W.

Washington, D.C. 20036

Martin T. McCue

United States Telephone Assoc.
900 19th Street, N.W., S8te. 800
Washington, D.C. 20006-2105



John Urban

Massachusetts Community Antenna
Television Commission

100 Cambridge Street, Ste. 2003

Boston, MA 02202

Brian Conboy

Philip L. Verveer

S8ue D. Blumenfeld

Brian A. Finley

Willkie FParr & Gallagher

3 Lafayette Ctr./1155 21ist 8t., N.W.
Washington, D.C. 20036

William T. Miller

Jonathan 8. Liebowits

Miller Balis & O'Neil

1101 14th Street, N.W., Bte. 1400
Washington, D.C. 20005

Thomas D. Creighton
Bernick & Lifson, P.A.
1200 The Colonnade
5500 Wayzata Blvd.
Minneapolis, MN 55416

Gardner F. Gillespie
Jacqueline P. Cleary
Hogan & Hartson

555 13th Street, N.W.
Washington, D.C. 20004

Aaron I. Fleischman

Charles 8. Walsh

Arthur H. Harding

Fleischman & Walsh

1400 16th Street, N.W., Bte. 600
Washington, D.C. 20036

Brenda L. Fox

Peter H. Feinberg

Dow, Lohnes & Albertson

1255 23rd Street, N.W., 8te. 500
Washington, D.C. 20037

James E. Meyers

Baraff, Koerner, Olender & Hochberg
$335 Wisconsin Ave., N.W., 8te. 300
Washington, D.C. 20015-2003

Dr. Edward H. Salmon

Chairman, State of New Jersey
Board of Regulatory Commissioners
Two Gateway Center

Newark, NJ 07102

Judy Rambeau

Public Information Center
City of Commerce

2535 Commerce Way
Commerce, CA 90040

Wwilliam M. Marticorena
Rutan & Tucker

611 Anton Blvd., Ste. 1400
P.O. Box 1950

Costa Mesa, CA 92628-1950

James A. Penney

V.P. & General Counsel
Northland Communications Corp.
1201 3rd Avenue, Ste. 3600
Seattle, WA 98101

Richard Blumenthal

Attorney General

Sstate of Connecticut

Office of the Attorney General
55 Elm 8treet

Hartford, CT 06106

John W. Witt

Curtis M. Fitgpatrick
City of San Diego

525 B Btreet, S8te. 2100
8an Diego, CA 92101-4411



Lorna Veraldi

Assistant Professor

Journalism & Mass Communications
Florida International University
North Miami Campus

Acadenmic Building II, 130-A
North Miami, PL 33181

Susan Rester Niles

Hessian, McKasy & Soderberg
4700 IDS Center
Minneapolis, MN 55402

Suzanne M. Heaton

George A. Hanover

Consumer Electronics Group
Blectronic Industries Association
2001 Pennsylvania Ave., N.W.
Washington, D.C. 20006

Jan H. Suwinski

Timothy J. Regan

Fiber Optics Division, Telecomm.
Industry Assoc.

2001 Pennsylvania Ave., N.W.
S8uite 800

Washington, D.C. 20006

Ron D. Katznelson, Ph.D.
President, Multichannel
Communications S8ciences, Inc.
3550 Dunhill Street

San Diogo, CA 92121

Wayne Coy, Jr.

Cohn & Marks

1333 New Hampshire Ave., N.W.
8uite 600

Washington, D.C. 20036

Gardner F. Gillespie
Jacqueline P. Cleary
Hogan & Hartson

555 13th 8treet, N.W.
Washington, D.C. 20004

Paul R. Cianelli

Thomas K. Bteel

Wwilliam D. Durand

New England Cable TV Assoc.
100 Grandview Road, Ste. 201
Braintree, MA 02184

John H. Midlen, Jr.

President, MGB Associates, Inc.
3238 Prospect Street, N.W.
washington, D.C. 20007

Howard J. Barr

Pepper & Coragzini

200 Montgomery Building

1776 K 8Street, N.W., Ste. 200
Washington, D.C. 20006

Cameron F. Kerry

Mints, Levin, Cohn, Ferris
Glovsky & Popeo, P.C.

One Financial Center
Boston, MA 02111

Dr. Manuel M. LopeZz
Mayor, City of Oxnard
300 West 3rd street
Ooxnard, CA 93030

Paul Rodgers

Charles D. Gray

James Bradford Ramsay
NARUC

1102 ICC Building

P.O. Box 684
Washington, D.C. 20044

Perry Daniel

Emily Brubaker

John Risk

Communications Support Group
P.O. Box 10968

8anta Ana, CA 92711-0968



Frances Seghers

MPAA

1600 Eye Street, N.W.
Washington, D.C. 20006

Angela J. Campbell

Sharon L. Webber

600 New Jersey Avenue, N.W.
Washington, D.C. 20001

Charles 8. Walsh

Howard 8. shapiro

Fleischman & Walsh

1400 16th 8treet, N.W., Ste. 600
washington, D.C. 20036

Paul J. Sinderbrand

Dawn G. Alexander

Sinderbrand & Alexander

888 16th Street, N.W., Ste. 610
Washington, D.C. 20006-4103

Stuart F. Peldstein

Russell C. Merbeth

Mark J. O'Connor

Fleischman & Walsh

1400 16th Street, N.W., 8te. 600
Washington, D.C. 20036

Edward W. Hummers, Jr.

Paul J. Feldman

Fletcher, Heald & Hildreth

1300 N. 17th S8treet, 11th Floor
Rosslyn, VA 22209

Bruce A. Henoch

Norman M. S8inel

Patrick J. Grant

Arnold & Porter

1200 New Hampshire Ave., N.W.
Washington, D.C. 20036-6885

Gary M. BEpstein

Karen Brinkmann

Latham & Watkins

1001 Pennsylvania Ave., N.W., Ste.
1300

washington, D.C. 20004

Telecommunications Reports
1333 H Btreet, N.W.

11th Floor - West Tower
Washington, D.C. 20005

Joseph Van Eaton

Teresa Baer

Miller & Holbrooke

1225 19th Street, N.W., 8te. 400
Washington, D.C. 20036

Don Moier

League of Kansas Municipalities
112 8.W. 7th

Topeka, K8 66603

Communications Daily
2115 Ward Court, N.W.
Washington, D.C. 20037

IT8 Inc.

1919 M Street, N.W.
Room 246

Washington, D.C. 20554



